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" OATH OR AFFIRMATION

], kFrankH Black _

_. swear (or affirm) ‘that, to the
best of my knowledge and behef the accompanymg ﬁnanc1a1 statement and supportmg schedules pertalmng to the firm of
Southeast Investments, N.A, Inc.

3

. asof December 31, 2003, are true and correct. I further swear (or afﬁnn) that nerther the company nor any partner :
proprietor, principal officer of director has any proprietary interest in any account classrﬁed soley as that of a customer,
except as follows: _ o ' o o

: None
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Notary Public

This Teport** contains (check all appi_ieable boxes):

(a) Facing page ,

(b) Statement of Financial Condmon

(c) Statement of Income (Loss)

(d) Statement of Changes in. Financial Condmon ‘ .

(e) Statement of Changes in Stockho]ders Equlty or Partners’ or Sole Propnetor s Caprtal
(f) Statement of Changes in Liabilities Subordinated to Claims of Credrtors

(g) Computatron of Net Capital. '
_ (h) Computatxon for Deterrmnatlon of Reserve Requirements Pursuant fo Rule 15¢3- 3

.(3) Informatron Relatrng to the Possessron or control Requirements Pursuant to Rule 15¢3-3.

R'® & QR K ﬂﬂ,ﬁi L

G)A Reconc1hat10n including appropriate- explanatron, of the Computatlon of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

o A Reconciliation between the audited and unaudited Stateinents of Financial Condition-with respect to methods of con-

S solidation.
& () An Oath or Affirmation.
0 (mA copy of the SIPC Supplemental Report

‘& (n) A report descnbmg any material inadequacies found to exist or found to have exrsted since the date of the previous 2 auth.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Independent Auditors' Report

Board of Directors
Southeast Investments, N.A., Inc.
Charlotte, North Carolina

We have audited the accompanying statement of financial condition of Southeast Investments,
N.A., Inc. as of December 31, 2003, and the related statements of loss, changes in shareholder's
equity, and cash flows for the year then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Southeast Investments, N.A., Inc. as of December 31, 2003, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplementary schedules, computation of net
capital and computation of aggregate indebtedness, as of December 31, 2003, are presented for
purposes of additional analysis and are not a required part of the basic financial statements, but
are supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

C,umu_&eop-—\ e c

February 16, 2004
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SOUTHEAST INVESTMENTS, N.A., INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003

ASSETS
Cash and cash equivalents
Deposits with clearing agent
Commissions receivable
Securities owned

Property and equipment, net of accumulated
depreciation of $17,197

LIABILITIES AND SHAREHOLDER'S EQUITY

Liabilities:
Accounts payable and accrued expenses

Shareholder’s equity:
Common stock, $1 par value; 1,000 shares authorized,
issued and outstanding
Additional paid-in capital
Accumulated deficit

See notes to financial statements.

$ 14,005
30,000
22,834

5,367

— 10327

$ 82533

$ 6,839

1,000
204,341

(129,647)
75,694

$ 82533



SOUTHEAST INVESTMENTS, N.A., INC.
STATEMENT OF LOSS

FOR THE YEAR ENDED DECEMBER 31, 2003

Revenues:
Commissions $ 708,503
Interest and dividends 6,622
Net trading losses (15.184)
699,941
Expenses:
Management fee 236,700
Commissions 200,345
Clearing charges 45,576
Professional fees 11,400
Rent 42,000
Advertising 36,369
Depreciation 4,636
Other operating expenses 162,607
739,633
Net loss before income tax benefit (39,692)
Income tax benefit 1,906
Net loss $ (37.786)

See notes to financial statements. 3



SOUTHEAST INVESTMENTS, N.A,, INC.

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

Balance, January 1, 2003
Capital contributions
Net loss for the year ended

December 31, 2003

Balance, December 31, 2003

Common Stock Additional

Shares Amount  Paid-In Capital Deficit Total

Qee nntes to financial statements

1,000 $ 1,000 $ 174880 §$§ (91,861) § 84,019

- - 29,461 - 29,461

- - - (37,786) (37.786)

~1.000 $ 1,000 $ 204,341 $ (120.647) $__ 75694



SOUTHEAST INVESTMENTS, N.A,, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2003

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash
provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease in commissions receivable
Decrease in securities owned
Decrease in accounts payable and accrued expenses
Decrease in income taxes payable
Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment and net
cash used by investing activities

Cash flows from financing activities:
Decrease in bank overdraft
Decrease in margin borrowings
Capital contribution
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Qee natee ta financial statemente

$  (37.786)

4,636

3,221
42,513
(6,927)
(2,309)

41,134

3,348

(6,225)

(8,648)
(3,931)

29,461

16,882
14,005

$ 14,005



1.

SOUTHEAST INVESTMENTS, N.A., INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2003

Nature of operations and summary of significant accounting policies:

Nature of operations and organization:
Southeast Investments, N.A., Inc. is a North Carolina Corporation. The Company is an
introducing broker-dealer registered with the Securities and Exchange Commission
(“SEC”) and is a member of the National Association of Securities Dealers, Inc. (“NASD").
The Company executes general securities transactions for customers located principally in
Charlotte, North Carolina and surrounding areas. Trades are cleared principally by Fiserv
Correspondent Services, a member of the New York Stock Exchange ("NYSE”).

Cash equivalents:
The Company considers all highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents.

Securities owned:
Securities owned are valued at market. The resulting difference between cost and market
is included in the statement of loss.

Property and equipment:
Property and equipment is stated at cost. The service lives for all property and equipment
have been estimated at 3 to 5 years and the straight-line method is used for depreciation
purposes. Maintenance and repairs that do not improve or extend the lives of the
respective assets are expensed currently.

Income taxes: :
Deferred income taxes reflect the net tax effects of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for income tax purposes. Amounts provided for deferred taxes relate primarily to the
effects of net operating and capital loss carryforwards and differences in depreciation for
financial reporting purposes compared to income tax purposes.

Use of estimates:
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Revenue and expense recognition:
The revenues of the Company are derived primarily from trading profits earned on the
purchase and sale of securities and from commissions earned on securities transactions.
Securities transactions are recorded on the trade date basis. The Company had
unrealized trading gains of $340 for securities owned as of December 31, 2003.



SOUTHEAST INVESTMENTS, N.A., INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2003

Nature of operations and summary of significant accounting policies - continued:

Computation of customer reserve:
The Company is exempt from customer reserve requirements and providing information
relating to possession or control of securities pursuant to Rule 15¢3-3 of the Securities and
Exchange Act of 1934. The Company meets the exempting provisions of Paragraph
(k)(2)(i).

Margin account:
The Company maintains a brokerage account with Fiserv Correspondent Services. The
Company’s securities owned are held in this account. Based on the overall value of the
account, the Company has the ability to borrow on margin.

Advertising:
The Company'’s policy is to expense advertising costs as the costs are incurred.

. Net capital requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital at an amount
equal to the greater of $50,000 or 6 2/3% of aggregate indebtedness, and requires that the
ratio of aggregate indebtedness to net capital not exceed 15 to 1.

As of December 31, 2003, the Company had excess net capital of $15,367 and a net
capital ratio of .11. :

Related party transactions:

An affiliated company related through common ownership provides various management
services to Southeast Investments, N.A., Inc. As defined in the management agreement,
these services may include rent, office expenses and broker commissions as well as
certain other services. For the year ended December 31, 2003, the Company incurred
management fees of $236,700 for services provided by the affiliated company.



SOUTHEAST INVESTMENTS, N.A., INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2003

4. Income taxes:
The income tax benefit consists of the following components:

Current provision:

Federal $ 1,582
State 324
$ 1,906
The components of the net deferred tax asset as of December 31, 2003 is as follows:
Deferred tax asset $ 3,672
Deferred tax liability (2,226)
Valuation allowance (1,446)
$ -0-

The deferred tax asset at December 31, 2003 was fully reserved for. The valuation
allowance for the deferred tax asset decreased during the year ended December 31, 2003
by $17,130.

The provision for income taxes differs from the amount that would result from applying a
statutory rate of 34% primarily due to the surtax exemption and the valuation allowance.

At December 31, 2003, the Company had operating loss carryforwards of $17,600 that
may be offset against future taxable income. The carryforwards expire starting in 2021
through 2023 for federal and state purposes.
At December 31, 2003, the Company had capital loss carryforwards of $110,182 that may
be offset against future taxable income. The carryforwards expire starting in 2005 through
2008 for federal and state purposes.

5. Liability subordinated to the claims of creditors:

None of the Company’s liabilities have been subordinated to the claims of general
creditors at December 31, 2003.

6. Supplementary disclosures of cash flow information:
Cash was paid during the year for:
Interest $ 32
Income taxes $ 403



SOUTHEAST INVESTMENTS, N.A., INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2003

Net capital
Total shareholder’s equity $ 75,694
Deductions:
Nonallowable assets:
Property and equipment (10,327)
Haircut on securities (1,085)
Net capital $ 64282

Reconciliation with Company’s computation (included in
Part [l of Form X-17A-5 as of December 31, 2003)
Net capital, as reported in Company’s Part |

FOCUS report $ 64,282



SOUTHEAST INVESTMENTS, N.A,, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS UNDER
RULE 17A-5 OF SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2003

Accounts payable and accrued expenses and
aggregate indebtedness

Ratio of aggregate indebtedness
to net capital

1N
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CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

independent Auditors' Report On Internal
Control Structure Required By SEC Rule 17A-5

Board of Directors
Southeast Investments, N.A., Inc.
Charlotte, North Carolina

In planning and performing our audit of the financial statements and supplemental schedules of
Southeast Investments, N.A., Inc. (the “Company”) for the year ended December 31, 2003, we
considered its internal control, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal
control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission, (“SEC") we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in
making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

1031 W. MORSE BLVD., SUITE 200, WINTER PARK, FL 32789-3750 * PHONE (407) 644-7455 « FAX (407) 628-5277
ceddy@cuthilleddy.com ¢ www.cuthilleddy.com

Division for CPA Firms American Institute of Certified Public Accountants Florida institute of Certified Public Accountants
Member of IA International With Correspondent Offices in Principal Cities Of The World



Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific internal control structure components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2003, to meet the SEC's
objectives.

This report is intended solely for the information and use of Board of Directors, management, the
Securities Exchange Commission, and other regulatory agencies that rely on Rule 17a-5(g) under

the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and it is
not intended to be and should not be used by anyone other than these specified parties.

Q»-\-w\w&eoo-—\ e

February 16, 2004



